INTRODUCTION
The internationalisation of emerging multinational enterprises (EMNEs) and their anticipated future prospects are among the most significant recent changes in the global economy (Child & Marinova, 2014; Kang & Jiang, 2012; Buckley, Munjal, Enderwick & Forsans, 2016a) . In 2014, 132 EMNEs entered the Fortune Global 500 list and the outward foreign direct investment (OFDI) flow from emerging economies was US$ 759 billion, equating to 39% of global foreign direct investment (FDI) flows (UNCTAD 2014) . Among these active EMNEs, Chinese MNEs have attracted the most attention, particularly since the implementation of the 'Go Global' policy in October 2000 (BEA, 2005; Deng, 2009; Zhang, Zhou, & Ebbers, 2011) . Scholars argue that Chinese MNEs are distinctive in certain respects, with implications for traditional international business (IB) theory (Alon, Child, Li, & McIntyre, 2011; Boisot & Meyer, 2008; Buckley, Clegg, Cross, Zheng, Voss, & Liu, 2007; Child & Rodriguez, 2005; Cui & Jiang, 2012; Ramaswamy, Yeung, & Laforet, 2012) . The influence of Chinese MNEs more advanced countries away from the home region (Economist, 2010) ; and the Chinese government's interventions still influence these firms (Luo, Xue, & Han, 2010) , which results in incautious investment decisions, in particular in the apparent lack of risk analysis. The Economist (2010) claims that, due to its opaque nature, China's important role as a foreign investor has been interpreted as a threat to countries in the west and sub-Saharan Africa (Bond, 2006; Brautigam, 2009) . As a result, some M&A deals proposed by Chinese MNEs have been stalled, e.g., Rio Tinto-Chinalco deal (BBC, 2009 ). In addition, Chinese MNEs are alleged to have low international business management ability and a lack of coherent overseas investment strategies (Wang, 2011) . Scholars (e.g., Child & Marinova, 2014) suggest that the empirical basis of these remarks on China's M&As require much more careful analysis to investigate the motivations of Chinese cross-border M&As, along with home and host country contexts to explain the location choices made by Chinese MNEs.
Scholars have carried out a great deal of research on the motives of China's OFDI and into the applicability of traditional frameworks of analysis (Buckley et al., 2007; Cheng & Ma, 2010; Cheung & Qian, 2009; Deng, 2004; Kolstad & Wiig, 2012; Meyer, Estrin, Bhaumik, & Peng, 2009; Sun et al., 2012) . However, traditional investment motives, such as market size, labour costs, and resource endowments, originally developed in a western context, provide only a partial explanation of Chinese OFDI location strategies. Therefore, more work, taking into account the specific attributes of emerging economies, is called for (Cheng, 2014; Cui & Jiang, 2012; Cuervo-Cazurra, Inkpen, Musacchio, & Ramaswamy, 2014; Morck, Yeung, & Zhou, 2008; Ramaswamy et al., 2012; Wang, Hong, Kafouros & Boateng, 2012) . The contribution of this paper therefore lies in exploring the institutional contexts both at home and in host countries to explain the motivation and location choices made by Chinese MNEs through cross-border M&As.
The institution-based view is utilized as it is one of the most appropriate theoretical frameworks for probing business activities of MNEs from emerging economies (Hoskisson, Wright, Filatotchev, & Peng, 2013) . Unlike developed economies, where the 'rules of the game' are well developed (Peng, 2002) , the institutional framework in emerging countries is often local context specific. Institutional constraints at home and in host countries (Dunning & Lundan, 2008; Peng, Wang, & Jiang, 2008) influence the strategic behaviour of EMNEs (Cui & Jiang, 2010; Buckley, Munjal, Enderwick & Forsans, 2016b) . For instance, OFDI by Chinese MNEs requires approval by several Chinese authorities, and only those investment projects in line with the catalogue of 'encouraged' OFDI and in strict accord with government policies are allowed (Buckley et al., 2007; Pei & Zheng, 2015; . Thus, it is argued that an institution-based view is needed to explain Chinese cross-border M&As (Child & Marinova, 2014; Meyer et al., 2009; Pajunen, 2008) . A few empirical examinations of Chinese OFDI have taken into account institutional factors (e.g., Boisot & Meyer, 2008; Buckley et al., 2007; Cheung & Qian, 2009; Kolstad & Wiig, 2012; Mork et al., 2008; , but they have not comprehensively modelled institutions in their empirical estimations, and thus did not obtain consistent results. Meyer et al. (2009) argue that macro-level institutions, such as country-level legal and political frameworks, have remained as mere 'background' and thus remain relatively unexplored.
The second contribution of this paper lies in a systematic and comprehensive examination of Chinese cross-border M&As undertaken during the period 1985-2011.
We argue that Chinese cross-border M&As are worthy of a separate examination because they have become the main form of OFDI by Chinese MNEs. Previous studies on Chinese MNEs have largely focused on greenfield investments (Duanmu, 2012; Kang & Jiang, 2012; Ramasamy et al., 2012) , which, in fact, are likely to be determined by a separate set of factors (Bertrand & Madariaga, 2002; Mata & Portugal, 2000; Nicholson & Salaber, 2013; Nocke & Yeaple, 2008; Sun et al., 2012; Xia, Ma, Lu, & Liu, 2013) . Second, prior studies suffer from sample selection bias and use approved FDI data rather than actual investment or use qualitative case studies (Boateng, Qian, & Tianle, 2008; Buckley et al., 2007; Deng, 2009; Hertenstein, Sutherland, & Anderson, 2015; Rui & Tip, 2008) . Third, prior studies did not recognize that location choice and the volume of FDI are two different decisions. Thus, prior studies have potentially biased results. We account for these limitations by: first, creating a comprehensive dataset of completed cross-border M&As; second, our dataset includes countries which do not host M&As by Chinese MNEs; third, we use the Heckman two stage model, which examines the location choice decision in the first stage and the volume of investment in the second stage (Heckman, 1979) .
In the next section, we describe our dataset on Chinese overseas M&As. In the third section, we review the literature and formulate our hypotheses on location strategies of Chinese M&As. The fourth section explains the econometric models, data and variables. Our results are discussed in the fifth section. The final section discusses management implications and concludes.
CHINESE CROSS-BORDER M&AS
Our dataset is derived from Thomson Financial SDC Platinum database. It contains the most detailed record of global M&A transactions, and therefore, is the world's most authoritative and widely used M&A data source. We extracted all cases of China's cross-border M&A transactions during January 1985 to December 2011. During this period, 2085 acquisitions were announced and, of these, 1192 were actually completed.
China's overseas M&As were rare before 1991 (see Figure 1) . They began to increase steadily from 1992, largely due to the building of China's market economy after Deng Xiaoping's 'southern tour'. The real boom in overseas M&As by Chinese MNEs occurred only after China's entry to the WTO in 2002 (Buckley et al., 2007) . For instance, between 2002 and 2011, Chinese firms publicly announced their intention to undertake 1683 cross-border M&As, amounting to US$ 257.65 billion, of which 936 deals, amounting to US$ 143.76 billion, were completed. In these 10 years, both announced and completed M&As were four to five times more than the total number of M&As announced and completed over the period [1985] [1986] [1987] [1988] [1989] [1990] [1991] [1992] [1993] [1994] [1995] [1996] [1997] [1998] [1999] [2000] [2001] . Our data also shows that the average transaction size has grown annually and the M&As completion rate has stabilized at around 60%. ****Insert Figure 1 and Table 1 about here**** Our data further show that Chinese MNEs have undertaken cross border M&As in tax havens, such as the Cayman Islands, British Virgin Islands, Bermuda and the Isle of Man. These acquisitions were excluded because the primary motive of such transactions is tax planning and the final destination of the investment is not known. Table 1 shows the main target countries for Chinese MNEs. Hong Kong is at the top of the list with 392 M&As, followed by the US and Australia. Scholars (e.g., Peng et al., 2009 ) suggest that Chinese MNEs use Hong Kong as a strategic staging post for their further investments and also to develop financing channels for the parent firms. For these reasons we also exclude Hong Kong. After these exclusions, our final sample totals 760 acquisitions hosted in 80 target countries.
It is interesting to note that developed countries in the West, e.g., US, Canada, Germany, UK, and France, are among top location choices for Chinese M&As. This is a relatively new phenomenon -an outcome of the 'Go Global' policy -which presents an intriguing case for the study of motivation of Chinese MNEs in seeking strategic assets available in these western economies, as compared to the previous strategy of investing in neighbouring countries for natural resource seeking purposes. Nicolas and Thomsen (2009) suggest that Chinese firms are investing in these European countries to seek brands and technology. These authors observed that some Chinese automobile firms have taken over small Italian firms in Turin to gain their technology and design capabilities. This is also likely to benefit the acquirer firms from the spillovers arising from the Moncalieri science and technology park in the vicinity.
The 'Go Global' policy has pushed Chinese MNEs to enhance their technological capabilities (Pei & Zheng, 2015) . In 2006, Chinese firms accounted for 2.8% of total R&D projects by foreign investors in Europe -rising from virtually zero in 2001 (Nicolas & Thomsen, 2009 ). The latest 'Science, Technology and Industry Outlook' published by the OECD (2014) further suggests that the research intensity of Chinese firms has massively increased. China has edged out the European Union in terms of investment in R&D with its R&D to GDP ratio touching 2%.
THEORETICAL BACKGROUND AND HYPOTHESES

Unlocking the Black Box of Chinese M&As Location Strategies: An Institutional
Framework
Scholars argue that traditional theoretical frameworks of FDI have largely examined the location choice decisions in terms of transaction costs and the MNE's motivation in undertaking FDI (Yang et al., 2009) . Consequently, the importance and the impact of institutions in the international business literature has remained 'thin' (Jackson & Deeg, 2008: 540) . However, the rise of the 'institution-based view' during the past decade has brought a new perspective to the explanation of MNEs' cross-border activities . It highlights the influence of the institutional framework embedded in national-level macro environments on the strategic choices available to the firm (Cui & Jiang, 2010; Buckley, Forsans & Munjal, 2012) . Davis and North (1971: 6) initially defined the institutional framework as 'the set of fundamental political, social, and legal ground rules that establishes the basis of production, exchange, and distribution'.
Thus, unlike the traditional frameworks of FDI, the institution-based view looks beyond the micro-level organization structure of the firm and its task environment Wu & Sia, 2002) .
The institution-based constructs applied to FDI decisions originate from 'new institutional theory' which defines institutions as formal and informal 'rules of the game' (North, 1990: 3) codified in the form of 'regulative, normative, culture-cognitive elements, that together with associated activities and resources, provide meaning and stability' (Scott, 1995: 56) to business organisations. Scholars (Child & Marinova, 2014) suggest that institutional analysis of FDI decisions should be 'sensitive' to both home and host country contexts in order to systematically comprehend their implications on the firm investing into foreign countries. In the next two sections, we analyse the effect of the institutional framework at home and in host countries on the Chinese MNEs' decision to undertake cross-border M&As.
The Institutional Framework in the Home Country
Some scholars predict that in a new era of Schumpeterian global competition and innovation, governments in emerging economies are pressured to support OFDI promotion policies that enhance firm's competitiveness and encourage innovation (Gammeltoft, 2012) . In this respect, the Chinese government's influence on the internationalisation decisions of Chinese MNEs has been subject to close academic scrutiny. This is primarily because, unlike western countries and (also) other developing countries like India, the Chinese government's degree of involvement with the internationalisation decisions of Chinese MNEs is staggeringly high and with its state involvement based internationalisation model, Chinese MNEs have had a strong impact on the world economy.
The Chinese government's policy direction on OFDI seems to have influenced Chinese MNEs' location choices and motivations of internationalisation (Quer et al., 2012; Richet, 2013; Yang et al., 2009 ). As discussed above, Chinese FDI follows the government's catalogue which directs where and how FDI should be made. This directive is often driven by the political and strategic objectives of the Chinese government, e.g., its need to fuel the manufacturing base at home (Globerman & Shapiro, 2009) . Consequently, countries with large endowments of natural resources were preferred location choices of Chinese enterprises (Ramasamy et al., 2012) .
Investments by the 'big three' state owned enterprises, namely CNPC, CNOOC, and Sinopec, into African countries, in the 1990s, illustrate this argument (Cheung et al., 2012; Yao & Wang, 2013) . Thus, our first hypothesis (1a) is that Chinese M&As locate where they can acquire strategic assets and our second hypothesis (1b) concerns the investment amount in these M&As.
The Institutional Framework in Host Countries
MNE's location choices are determined by the host country's economic and non-economic attributes. The economic attributes consist of factors such as market size, and natural resources; whereas non-economic attributes consist of legal, social, and political factors. While the role of economic factors is well documented in the extant literature (see Dunning & Lundan, 2008 for a detailed discussion), it is the social, legal and political forces that make up the institutional framework of host country that influence the EMNE location choice in a different way from traditional MNEs. For instance, a good governance structure in a host country reduces the degree of political risk, thereby increasing its attractiveness for international business, and vice versa (Blonigen, 2005; Robock, 1971) . However, in contrast, research suggests that EMNEs have experience of, and high tolerance towards political risk, which makes them different from western MNEs, and therefore political risk may not negatively affect their location choice decision (Buckley et al., 2007; Buckley, Enderwick, Forsans and Munjal, 2013; Munjal, 2014) .
Prior research on the context of Chinese MNEs confirms that Chinese MNEs are less risk averse than their western counterparts (Li & Liang, 2012; Kolastad & Wigg, 2012; Quer et al., 2012) . The difference in their attitude towards political risk is attributable to number of factors. First, Chinese MNEs (especially SOEs) have fewer financial constraints on OFDI and the imperfect domestic capital market creates a specific financial advantage (Voss et al. 2008) . In the context of Chinese MNEs, special institutions at home, such as the government's direction and financial support, may lead to unconventional location choices by Chinese MNEs. Large and rapidly growing domestic markets give them enough cash to invest abroad, and some Chinese SOEs often have access to cheap state finance. For instance, the China Development Bank and the China Export and Import Bank are committed to provide the best possible service to help Chinese firms to invest overseas (Buckley et al., 2007; Dohse et al., 2012; Economist, 2010; Rui & Yip, 2008) . Such privileges reduce the commercial or financial risks of OFDI, mitigate institutional distance and subsidize less profitable technology. Secondly, Chinese investors are attracted towards risky environments when strong bilateral political relations exist between China and the host country as this may reduce potential risk (Amighini et al. 2012) . Third, Chinese investors are attracted to the short term economic rents that arise in risky host countries. Moreover, Chinese poor governance structures (Buckley et al., 2007; Quer et al., 2012 
METHODS AND MODEL SPECIFICATION
We use Heckman's two-stage model (Helpman et al., 2008) 
In equation (1), latent variable * ct y is given by following model:
Where, Ict -1 represents host country's institutional quality in time t; 1 and 2 are the usual regression coefficients, x'ct is a vector of control variables, including traditional location factors, such as market size, natural resources, strategic assets in the host country, its trade volume with China and year (fixed effect); ct is the error term that respects the normal distribution (0, 2  ). In order to avoid endogeneity, we use a one-year lag of these variables. In fact, we estimate
 , and if we neglect this ratio in the regression, the condition of independence assumption (CIA) will be violated and sample selection bias will happen.
Therefore, we need to consider an excluded variable (ENTCOST) that exists in the first-stage equation but is not included in second-stage equation in order to avoid multi-collinearity between inverse Mill's ratio and the independent variables. Since we are mainly interested in the impacts brought about by institutional constraints, the excluded variable in our study should describe the institutional quality in the host country.
ENTCOST stands for entry cost which is measured using For countries with entry cost greater or equal to the median, the value of 1 is assigned and for countries with entry cost less than the median, the value of 0 is assigned.
Therefore, first-stage location choice specification is:
Pr (yct
Based on equation (4) [1] were examined. In order to eliminate the sample selection bias, common in traditional research, in studying the location choice we include 70 countries whose transaction volumes are zero. We selected these countries on the basis of their economic and non-economic attributes, such as market size, natural resource and strategic asset endowments, so that the two groups of countries are comparable. Thus, our sample of econometric regressions contains 150 countries in a period of 27 years.
[2]
Data and Variables
Independent variables. Our main independent variable is the quality of the host countries' institutions. It was measured in two ways: 1) Government Stability and 2)
Law and Order. Both factors are important for the FDI decision as these make up the basic fabric of the institutional structure of any country. The stability of the central government, the strength and impartiality of the legal system and the observance of the law in a given host country boosts the investor's confidence motivating them to first choose the location for investment and second undertake larger investment. Data for both variables are obtained from the International Country Risk Guide (ICRG)
published by the PRS Group. This is a popular database which provides a comprehensive score for more than 150 countries from 1980 onwards. These two indicators are expressed in logarithmic form, higher scores indicating better institutional environment.
The definitions and statistical description of variables are summarized in Table 2 .
****Insert Table 2 about here****
Control Variables
We control for the standard attributes of host countries, including market size, growth rate, natural resources, and geographic distance, in order to control for heterogeneity among host countries. These are standard variables and have been included as controls in prior research. A brief description of these variables is as follows:
Market. We include three measures, namely GDP, per capita GDP (GDPPC) and GDP growth rate (GDPG). GDP measures the market size (Buckley et al., 2007; 2012) ; per capita GDP (GDPPC) is used to measure the market purchasing power (Bénassy-Quéré et. al., 2007; Yao & Wang, 2013) ; and GDP growth rate (GDPG) is used to judge host countries' growth potential (Billington, 1999; Zhang & Daly, 2011) . It is an also an indicator of a country's political stability and the government's economic track record (Fan et al., 2009 ). GDP and per capita GDP are in logarithmic form. The data are obtained from the World Development Indicators (WDI).
Natural resources. Following Buckley et al. (2007 Buckley et al. ( , 2012 and Kolstad et al. (2012) , we employed two measures, namely ORE and FUEL. ORE is the proportion of ore exports in the country's total exports and FUEL is the proportion of gas and oil exports in the country's total exports. These ratios estimate the degree to which natural resources are present in a particular country. The data are obtained from the World Development
Indicators (WDI).
Strategic assets. Strategic assets refer to a country's assets in technology, brands, and innovative abilities. Referring to Buckley et al. (2007 Buckley et al. ( , 2012 , we take the patents (PATENT) applied for by residents and non-residents in a country to measure the degree of a country's strategic assets. We use logarithmic forms of the number of patents applied for to normalise the data. The data are obtained from the World
Development Indicators (WDI).
Trade. Research has shown that trade and FDI have a strong relationship (Blomström & Kokko, 1997; Buckley et al., 2012; OECD, 2006; Wells, 1983) . Analysing Chinese OFDI between 1984 and 2001, Buckley et al. (2007) show that Chinese MNEs have a 'FDI promoting exports' strategy. Prior research (see e.g. Zhou, 1996) suggests that Chinese firms often engage in international business while imitating their peers. We calculated the Trade variable by calculating the proportion of trade volume between China and particular host countries to the country's total international trade volume (Cheung et al., 2012; Holburn & Zelner, 2010 Lenovo, enter markets that are geographically distant, in order to acquiring strategic knowledge assets. Geographic distance (GDIS) was calculated by taking the logarithm of the straight line distance from Beijing to the capital city in each target country (Buckley et al., 2007; Feenstra, 2003) . Common language. Following most research, we also control for the cultural distance between China and host countries by considering the language. When the language is the same, dummy variable LANG is coded 1, otherwise 0.
RESULTS
Push Factors -Chinese Institutional Framework
Our results, presented in tables 3 and 4, show the effect of Chinese central government policy direction. As can be seen from the results, our Hypothesis 1a, the 'Go Global' policy has pushed Chinese cross-border M&As into countries that have a larger pool of strategic assets, is supported. Hypothesis 1b, that Chinese MNEs invest a larger volume of funds in cross-border M&As in countries that have larger pool of strategic assets, is not supported. We measured the effect of government direction by splitting our sample in time. Table 4 Tables 3 and 4 about here*****
Pull Factors -Chinese Institutional Framework
The results reported in Table 3 show the impact of the institutional framework in host countries -which is measured in two different ways. Model 1 represents the host country's formal institutions in terms of government stability, and Model 2 shows the quality of law and order. Results in both models are consistent and therefore they can be seen as a robustness check. Tables 3 and 4 It is also important to note that post 2002 Chinese MNEs are increasingly attracted towards locations that are riskier (see Table 4 ). As suggested earlier, the financial support and direction from the Chinese government under the 'Go Global' policy may have influenced the unconventional location choices made by Chinese MNEs (Buckley et al., 2007; Dohse et al., 2012) . This reflects a changing character of Chinese MNEs towards host country risk. We further infer that the experience of operating at home, where the institutions are underdeveloped, also gives Chinese MNEs a specific competitive advantage over western MNEs when operating in countries with underdeveloped institutions, i.e. countries with high risk (Buckley et al., 2007; Quer et al., 2012) . This allows Chinese MNEs to operate in host countries such as Sudan, Iraq and Syria that do not offer high quality institutions. The perverse behaviour towards host country risk, due to the poor quality of institutions, confirms prior research which suggests that Chinese MNEs either seeks to maximise economic rent or they have mechanisms through which they reduce the impact of such risk on the firm, e.g. prior experience and the Chinese government's ties with host countries. Further, China influences many developing countries because of its high share of their inward FDI, making China a strategic partner in their growth efforts (Buckley, Enderwick, Kafouros, Forsans, Voss & Munjal, 2014) .
Moreover, their 'risk-seeking' motive may be caused by the dominance of SOEs (Mork et al., 2008) , or the low quality of governance in private firms. Chinese firms, especially SOEs, have enjoyed privileged access to cheap money, which spurs them to invest abroad (Buckley et al., 2007) . Access to government finance reduces the commercial or financial risks of OFDI, mitigating institutional distance, and subsidizes less profitable technology. The ability of Chinese SOE's to derive benefits from the imperfect domestic capital market also creates a specific ownership advantage (Voss et al., 2008) which is often described as an 'unfair' capital cost advantage (Globerman & Shapiro, 2009 ). Furthermore, decisions of Chinese MNEs to invest abroad are often based on the short term goals of top Chinese SOE bureaucrats. These bureaucrats are generally on a short length of tenure during which they are more interested in the execution of 'flagship' projects which can help them in their career progression and also in appropriating funds through buying firms in host countries that have poor governance structures. Thus, the short length of tenure of these top executives in
Chinese SOEs also militates against a long run time horizon in decision making.
Motives of Cross-border M&As
We used standard control variables to capture the major motives for undertaking FDI.
The host country's GDP is significantly positive in the two-stage regressions, while the host GDP per capita only has a significantly positive effect in the scale model (see Table   3 ). The insignificance of the GDP growth rate indicates that China's overseas M&As do not involve sufficient consideration for the market potential in the target country, i.e.
Chinese firms do not show a long-term consideration of the host country's economic potential. This may be because the intention is to repatriate the acquired natural resources, technology and skills to China. The host country of the investment is often not the final target market. However, with the 'Go Global' Policy, the attitude of Chinese MNEs towards the economic potential of the host country is changing as all three market parameters gain significance in their location choice decisions (Table 4) .
However, the insignificance of these three parameters still remains in the deciding of the actual amount of investment.
In terms of natural resources, the coefficient of the ORE variable is significantly positive for location choice, while those of FUEL are only significantly positive in the analysis of investment scale, in both Tables 3 and 4 . We deduce that the amount of investment in extraction of natural resources is often subject to the host country's government approval and therefore Chinese MNEs will be attracted towards locations that have a large endowment of natural resources but their actual investment may not be purely based on the availability of natural resources. Conversely, whether M&As in the gas and oil industry can be successful is subject to China's diplomatic relations with the target country; but after the M&A agreement is made, the scale of investment is more dependent on the abundance of these resources in the host country. Thus, the destination of Chinese firms' investment is likely to be in line with the government's agenda of national economic development. Since 1992, the central government has had a clear objective to use oil and gas resources both in China and in target foreign countries in which the Chinese government establishes diplomatic ties. CNPC's acquisition in Peru, SINOPEC's M&As in Asia, the Middle East and South America, and CNOOC's acquisition of Spanish firm Repsol's oil field in Indonesia are all examples of targeted investments. In line with some previous studies, we argue that the idiosyncrasy of China's institutional environment at home provides additional explanations for Chinese OFDI because an important part of the Chinese OFDI has been directed at countries having close political and ideological ties with China, many of which have a high political risk, but abundant natural resources (Andreff, 2013; Cui & Jiang, 2010; Quer et al., 2012) . Li and Liang (2012) suggest that the puzzle of why Chinese OFDI goes to high political risk countries is not because of their risk preference but because of good political relations with China, which in fact reduce risk.
In addition, the Trade coefficient is significantly positive in location choice decisions, in both tables 3 and 4, indicating that the more a country has tight trade ties with China, the greater is the probability of Chinese M&A in that country. However, the investment scale is not dependent on the trade intensity of the host country with China.
Trade ties may help Chinese acquirers better to understand potential target countries, and then to reduce information search costs. This finding is similar to the trade-based FDI pattern of South Korean firms (Hong and Kim, 2003) . Trade policy, specifically export promotion, is an important push factor for China's cross-border M&As.
Finally, in both tables 3 and 4, a common language and a joint border both positively influence the location choice of China's M&As but not the amount of their investments. Geographic distance, on the other hand, negatively affects the location choices of Chinese MNEs. Some previous studies using Hofstede's index or the number of immigrants from the home country to measure cultural linkages between two countries also suggest that cultural proximity affects Chinese OFDI (Bertrand et al., 2004; Buckley et al., 2007; Cui & Jiang, 2010) . However, our study reveals that it is only the location choice decisions which are affected by language, joint border, and geographic distance while the actual amount of investment is based on the motives of Chinese MNEs and the institutional setup in home and host countries.
DISCUSSION
Based on the institutional framework at home and host countries, this study applies 
Theoretical Contributions
The current study makes three contributions to IB research on Chinese OFDI. First, we construct a theoretical framework which is different from the traditional industry-based view and the resource-based view. By considering China's specific development stage, we mainly focus on Push-Pull institutional factors in China and in the host country.
Second, we examine the M&A mode in contrast to greenfield investments, used in previous studies. Third, we use the Heckman two-stage model to verify quantitatively our theoretical hypotheses, which examines both the location choice decision and the real volume of M&As as two different stages in the FDI decision process.
Limitations and Future Research Directions
Further in-depth research on Chinese cross-border M&As can be developed in two ways. First, an investigation into the firm level issues of M&A, using more detailed firm-level data; for instance, the impact of ownership on the firm's decision to locate and its motives in conducting M&As. Second, regional disparity is a feature of China, so institutional factors at home are likely to vary at the regional or sub-regional level, and therefore, the regional heterogeneity of institutional factors needs to be taken into account in future studies.
Managerial Implications
The study offers managerial implications. It suggests that Chinese MNEs need to avoid being 'shortsighted'. By strict and logical econometric analysis, we show that Chinese acquirers lack a long term horizon as they show risk perverse behaviour in their overseas M&As. Some 'loophole-seeking' behaviour may distort the initial intention of the 'Go Global' policy, such as rent-seeking in high risk countries, or the irrational use of retained earnings to fund 'flagship' projects rather than investments with high economic returns. These behaviours disturb the competitive mechanism and intensify the existing imperfect capital market (for instance, illegal loans, corruption, and embezzling public funds for personal careers as bureaucrats) (Morck et al., 2008; Voss et al., 2008) . Moreover, China's lack of a 'risk-protection' system, which evaluates potential investment risk in target countries, is also a hidden problem for Chinese OFDI.
Therefore, financial regulations and corporate governance at the firm level need to be strengthened, and the rational design of incentive policies and a 'risk-protection' system of OFDI environment should also be implemented.
NOTES
[1] Before 1985, there were two M&A transactions both in the United States in 1982 and 1983, respectively.
[2] The list of the countries is available upon request.
[ Notes: 1) standard error is reported in parenthesis; ***, **, and * represents respectively statistically significant level at 1%, 5% and 10%; year dummy is integrated for controlling macro-economic impact.
Below is the same.
2) In each model, the first column presents the estimation results regarding the location choice of China's cross-border M&A, while the second column is the estimation results regarding the decision making on M&A scale. Notes: 1) standard error is reported in parenthesis; ***, **, and * represents respectively statistically significant level at 1%, 5% and 10%; year dummy is integrated for controlling macro-economic impact.
2) In each model, the first column presents the estimation results regarding the location choice of China's cross-border M&A, while the second column is the estimation results regarding the decision making on M&A scale. 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007 2009 
